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SUBJECT: POLITICAL REACTION TO CHANCELLOR'S STATEMENT 

REE: LONDON 11717 

SUMMARY - CHANCELLOR HEALEY'S JULY 15 STATEMENT ON 'WAGES 
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POLICY WAS GENERALLY WELL RECEIVED IN PARLIAMENT - EVEN 
THE CONSERVATIVES COULD EIND LITTLE TO CRITICIZE - AND 
SHOULD BE APPROVED IN COMMONS JULY 20 BY A COMFORTABLE 
MARGIN. AN EARLY OPINION POLL SHOWED THAT 54 PERCENT OF 
THE PUBLIC FELT THE PROPOSED 10 PERCENT PAY LIMIT IS 
"ABOUT RIGHT". MEDIA TREATMENT OF THE CHANCELLOR'S 
STATEMENT HAS GENERALLY BEEN BALANCED, WHILE EXPRESSING 
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CONCERN ABOUT THE GOVERNMENT'S WILL TO ENFORCE THE PRO- 
POSED LIMITS. ALTHOUGH THE GOVERNMENT HAS NOT MADE THE 
TEXT OF ITS MOTION APPROVING THE POLICY ANNOUNCED BY 
HEALEY KNOWN, WE BELIEVE IT WILL BE PASSED BY A SUB- 
STANTIAL MAJORITY IN WEDNESDAY EVENING'S VOTE. FROM THAT 
POINT FORWARD. THE GOVERNMENT IS NOT EXPECTED TO FACE A 
PARLIAMENTARY THREAT TO ITS FUTURE BEFORE NOVEMBER. BY 
WHICH TIME THE SHAPE OF INDUSTRIAL AND PUBLIC SECTOR 
SETTLEMENTS WILL HAVE EMERGED. END SUMMARY. 

1. CHANCELLOR HEALEY'S JULY 15 WAGE POLICY STATEMENT 
(REFTEL) TO THE HOUSE OF COMMONS WAS WELL RECEIVED WITHIN 
THE PARLIAMENTARY LABOR PARTY (PLP). LABOR BACKBENCHERS 
WITH WHOM WE HAVE SPOKEN GENERALLY BELIEVE THE GOVERNMENT 
STRUCK THE RIGHT BALANCE BETWEEN THE NEED FOR TOUGH 
GUIDELINES ON THE ONE HAND AND THE NEED FOR FLEXIBILITY 

ON THE OTHER. LABOR RIGHT-WINGERS HAVE PRIVATELY VOICED 
SOME CONCERN OVER THE GOVERNMENT'S RESOLVE TO HOLD THE 
LINE ON THE PUBLIC SECTOR SETTLEMENTS AND ON THE MONEY 
SUPPLY, ESPECIALLY WHEN IT COMES TO STRONG UNIONS LIKE 
THE MINERS AND TRANSPORT WORKERS. THEY ACKNOWLEDGE, 
HOWEVER, THE CASE FOR SOME FLEXIBILITY. LEFT-WINGERS, 

WHO WERE GENERALLY SATISFIED WITH THE REFLATIONARY AS- 
PECTS OF HEALEY'S MESSAGE, PRIVATELY EXPRESS THEIR CON- 
CERN THAT THE GOVERNMENT MAY IN PRACTICE PROVE TOO IN- 
FLEXIBLE, ESPECIALLY IN DEALING WITH THE WEAKER PUBLIC 
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SECTOR UNIONS. 

2. THE LIBERAL PARTY REACTION HAS BEEN MUTED, IN PART 
BECAUSE LIBERAL MPS WILL BE MEETING JULY 18 TO DETERMINE 
THEIR POSITION ON THE VOTE WHICH WILL FOLLOW THE JULY 

20 DEBATE OF THE GOVERNMENT'S POLICY. THE PRESS, HOW- 
EVER, REPORTS THAT THE LIBERALS ARE SUPPRESSING WHAT- 
EVER DOUBTS THEY MAY HAVE ABOUT THE POLICY AND THE 
GOVERNMENT'S ABILITY TO MAKE IT STICK, AND ARE IN NO 
MOOD TO GO BACK ON THE PLEDGE TO SUPPORT THE GOVERNMENT 
FOR THE BALANCE OF THIS PARLIAMENTARY SESSION. WE HAVE 
NO REASON TO TAKE ISSUE WITH THE PRESS ASSESSMENT. 

3. TORY REACTION TOO HAS BEEN LOW-KEY THUS FAR. SHADOW 
CHANCELLOR SIR GEOFFREY HOWE'S REPLY TO HEALEY'S STATE- 
MENT WAS BLAND AND INEFFECTUAL, EVEN BY HIS RATHER 
MODEST STANDARDS. CONSERVATIVE BACKBENCHERS, HOWEVER, 
CLAIMED THE GOVERNMENT'S FAILURE TO PUBLISH THE PROMISED 
WHITE PAPER ON WAGES POLICY REVEALED A DEEP SPLIT IN THE 
CABINET, BELITTLED THE ONE PERCENT GENERAL TAX REDUC- 
TION AND QUESTIONED THE GOVERNMENT'S WILL TO ENFORCE 
THE BUDGETARY AND MONEY SUPPLY LIMITS ESSENTIAL TO ITS 
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ECONOMIC STRATEGY. THE PRESS REPORTS THAT MRS. 
THATCHER HAS DECIDED TO REPLY TO THE PRIME MINISTER 
DURING THE JULY 20 DEBATE AND SPECULATES THAT SHE WILL 
EOCUS HER ATTACK ON LABOR'S RECORD RATHER THAN ITS 
POLICY PROPOSALS. 

C 
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4. THE MEDIA, ON THE WHOLE, HAVE GIVEN THE CHANCELLOR'S 
STATEMENT BALANCED, IF NOT UNCRITICAL, PLAY, STRESSING 
THE IMPORTANCE OF ITS POLITICAL WILL AND OF TRADE UNION 
MODERATION. THEY HAVE NOT BEEN BULLISH ABOUT THE 
PROSPECTS ON EITHER COUNT. 

5. INITIAL PUBLIC REACTION TO THE GOVERNMENT'S POLICY, 
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AS MEASURED BY AN ORC POLL, HAS BEEN FAVORABLE: 54 
PERCENT OF THE RESPONDENTS FELT THAT THE 10 PERCENT LIMIT 
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IS "ABOUT RIGHT"; WHILE 29 PERCENT THOUGHT IT "TOO LOW" 

AND 17 PERCENT "TOO HIGH". A SIZABLE MINORITY (42 PER- 
CENT) THOUGHT THE GUIDELINES SHOULD BE MADE COMPULSORY, 
AND AN OVERWHELMING MAJORITY (79 PERCENT) THOUGHT 
EMPLOYERS SHOULD HOLD TO THE GUIDELINES EVEN IN THE FACE 
OF STRIKE. 

6. COMMENT: NEITHER THE TEXT NOR THE SUBSTANCE OF THE 
GOVERNMENT'S MOTION ON WAGE POLICY HAVE AS YET BEEN 
MADE PUBLIC. IT WILL PROBABLY DECIDE TO PUT FORWARD 

A MOTION EXPRESSING COMMONS' APPROVAL OF THE CHANCELLOR'S 
STATEMENT, BUT MAY TAKE THE SOFT OPTION OF A MOTION 
"TAKING NOTE" OF THE STATEMENT. THE LATTER COURSE, 
HOWEVER, MIGHT PRECIPITATE A "REASONED " CONSERVATIVE 
AMENDMENT WHICH COULD CONFUSE THE PARLIAMENTARY SITUA- 
TION. IN ANY EVENT, WE DO NOT BELIEVE THE GOVERNMENT 
WILL LOSE THE VOTE ON THIS ISSUE. EVEN IF THE TORIES 
VOTE AGAINST THE GOVERNMENT, WE CALCULATE THAT THE 
MOTION WILL CARRY BY A MINIMUM OF 30 VOTES, AS MOST OF 
THE ULSTER UNIONISTS ARE EXPECTED TO SUPPORT THE GOVERN- 
MENT (SEE SEPTEL), AS ARE THE LIBERALS. 

7. WITH WEDNESDAY'S VOTE BEHIND HIM, CALLAGHAN CAN LOOK 
FORWARD TO A FOUR-MONTH HIATUS IN PARLIAMENTARY WARFARE 
AND, HENCE, IMMEDIATE THREATS TO HIS GOVERNMENT. 
PARLIAMENT WILL RISE JULY 28 OR 29 AND IS NOT EXPECTED 

TO SIT AGAIN UNTIL THE NEXT SESSION BEGINS IN NOVEMBER 
(AN OCTOBER "SPILLOVER" SESSION CURRENTLY SEEMS UN- 
LIKELY). BY THAT TIME THERE WILL HAVE BEEN A NUMBER OF 
WAGE SETTLEMENTS IN BOTH THE PRIVATE AND PUBLIC SECTORS 
- E.G. FORD, CLOTHING WORKERS, DOCKWORKERS, POLICE, 
UNIVERSITY TEACHERS AND STAFF - AND THE SHAPE OF BAR- 
GAINING TRENDS WILL BE APPARENT. THE FUTURE PARl.IA- 
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MENTARY OUTLOOK SHOULD ALSO BE DISCERNIBLE. 

BREWSTER 
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